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L S ~ U L E  I 
PAGE 1 of 2 

AGL RESOURCES INC 

CAPITAL STRUCTURE RATIOS FOR SELECTED 
LOCAL NATURAL GAS DISTRIBUTION COMPANIES 

BASED ON PERMANENT CAPITAL 
(AVERAGE OF FOUR QUARTERS ENDING JUNE 2002) 

Long-Term Preferred 
- Debt 

59.2 0.0 

ATMOS ENERGY CORP 52.8 0.0 

NEW JERSEY RESOURCES 52.3 0.0 

NICOR INC 37.1 0.5 

NORTHWEST NATURAL GAS CO 44.4 3.7 

PEOPLES ENERGY CORP 44.1 0.0 

PIEDMONT NATURAL GAS CO 45.4 0.0 

WGL HOLDINGS INC 42.5 1.9 

MEAN 
MEDIAN 

Source: Standard &Poor's Research Insight, 10-Qs 

47.2 0.8 
44.9 0.0 

Common 
&JliJ 

40.8 

47.2 

47.7 

62.4 

51.9 

55.9 

54.6 

55.6 

52.0 
53.3 



LL 
CAPITAL STRUCTURE RATIOS FOR SELECTED 

LOCAL NATURAL GAS DISTRIBUTION COMPANIES 
BASED ON TOTAL CAPITAL 

(AVERAGE OF FOUR QUARTERS ENDING JUNE 2002) 

Long-Term Short-Term Preferred 

AGL RESOURCES INC 

ATMOS ENERGY CORP 

NEW JERSEY RESOURCES 

NlCOR INC 

NORTHWEST NATURAL GAS CO 

PEOPLES ENERGY CORP 

PIEDMONT NATURAL GAS CO 

WGL HOLDINGS INC 

MEAN 
MEDIAN 

Source: Standard 8 Poor's Research Insight, IO-Qs. 

- Debt 

48.4 

47.6 

48.7 

30.8 

40.7 

34.8 

44.2 

38.7 

41.7 
42.4 

p?bJ 

18.3 

9.8 

6.9 

17.0 

8.4 

21 .o 

2.6 

9.0 

11.6 
9.4 

- Stock 

0.0 

0.0 

0.0 

0.4 

3.4 

0.0 

0.0 

1.8 

0.7 
0.0 

Common 
ElJl& 

33.3 

42.6 

44.3 

51 .? 

47.5 

44.2 

53.2 

50.6 

45.9 
45.9 



SCHEDULE 2 

, \  

STANDARD a POOR'S DEBT RATINGS, BUSINESS PROFILE SCORES, 
DEBT AND INTEREST COVERAGE RATIOS FOR U.S. INVESTOR-OWNED LDCS 

Niow Gas co 
Nicor Inc 

North Shore Gas Co 
Peoples Energy Corp 
Pwples Gas Light 8 Coke Co 
WGL Holdings inc 

Average (AA) 

Laclede Gas Co 
Owta r  Gas Co 
Scuthern California Gas Co 

Boston Gas Co 
Colonial Gas Co 
KeySpan Corp 
New Jersey Natural Gas Co 
Nor l twd Natural Gas Co 
ONEOK lllc 
Piedmont Natural Gas Co Inc I Wisconsin Gas Co I /  

AGL Resources Inc I/ 
Alabama Gas Corp 
Atmos Energy Corp 
Indiana Gas Co Inc 
Southern Connechcut Gas Co 
UGI Utilities Inc 

Average (A) Rated 

Cascade Natural Gas Corp 
Michigan Consolidated Gas Co 
South Jersey Gas Go 
Southern Union Co 
TXU Gas Co 

NU1 Corp 
SEMCO Enerav Inc 
SouthwesternEnergy Co 

Southwest Gas Corp 

Average (BBB Rated) 

Average (All LDcs) 

Debt 

AA 
AA 

A+- 
AA- 
AA- 
AA- 

A+ 
A+ 
A+ 

A 
A 
A 
A 
A 
A 
A 
A 

A- 
A- 
A- 
A- 
A- 
A- 

BBE+ 
BBB+ 
BBB+ 
BBB+ 
EBB+ 

BEE 
BBB 
BBB 

BBB- 

BBB+ 

A 

Business 
Profile 
scores 

2 
3 

3 
4 
3 
3 

3 

3 
2 
2 

3 
3 
3 
2 
3 
5 
3 
3 

3 
2 
4 
2 
3 
4 

3 

3 
3 
3 
3 
5 

3 
3 
8 

4 

4 

3 

Debt 
Ratio 

11 998-2001 I 

55.0 
52.9 

42.6 
55.6 
48.9 
48.5 

50.6 

57.1 
54.3 
45 .o 

51 .O 
43.8 
61.4 
45.9 
51.6 
66.9 
51.6 
55.6 

50.6 
48.7 
62.5 
65.4 
52.6 
53.2 

54.0 

53.5 
58.3 
59.4 
57.4 
41.7 

63.0 
68.8 
66.5 

64.8 

59.3 

53.2 

I/ Debt ratio and interest coverage ratio for 1998-2000. 

Source: Standard & Poor's Utilities and Perspectives; Standard 8. Poor's CredtStats 

Average 
Pre-Tax 

Interest Coverage 
/1899-2001) 

5.0 
5.3 

4.4 
3.7 
4.3 
4.2 

4.5 

2.7 
2.6 
5.2 

1.3 
1.4 

5.6 
3.1 
2.4 
3.4 
3.4 

3.1 

2.8 

3.9 
2.2 
2.6 
2.6 
4.9 

3.1 

3.9 
2.5 
2.9 
1.8 
0.8 

2.7 
1.9 
0.9 

1 . 8  

2.1 

3.0 



Y S I  

1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 

1999 
2 0 w  
2001 

1999 

1998 

2000 

2001 

2 w 2  

Grass Domestic Pmdud al 
constent current 

1Q 
2Q 
3Q 
4 0  

1Q 
2Q 
3Q 
4Q 

1Q 
2Q 
3 0  
40 

10 
2Q 

Dollarr 
(1) 

100.0 
102.1 
101.6 
104.7 
107.5 
1119 

118.9 
124.2 
129.6 
134.9 
1404 
140.3 

133.0 
133.5 
135.1 

114.8 

137.8 

138.6 
140.5 
141.0 
141.5 

140.3 
140.0 
139.9 
140.8 

142.5 
142.9 

@c!lkE 
(2) 

100.0 
105.7 
109.1 
115.1 
121.0 
128.5 

142.3 
151.5 
160.1 
169.0 
1 79 .O 
183.7 

165.7 
167.1 
169.7 
173.4 

175.8 
178.9 
179.9 
181.3 

182.7 
183.1 

185.0 

154.8 

184.0 

187.9 
188.9 

Industrial 
Pmduction 

(3) 

lW.O 
99.8 
979  
100.9 
104.3 
110.1 
115.4 
120.7 
129.1 
135.7 
140.7 
146.3 
141.7 

135.8 
137.3 
139.0 
141.2 

143.0 
145.8 
146.9 
149.3 

1447 
142.6 
140.9 
138.4 

139.4 
140.8 

SELECTED INDICATORS OF ECONOMIC ACTIVITY 
I1989 = 100) 

GDP 

Dellator Index a 
lmpiicil Price 

(4) 

100.0 
103,6 
107.3 
109.9 
112.6 
114.9 
11 7.4 
119.7 
121.7 
123.5 
125.2 
128.1 
130.9 

124.6 
125.0 
125.4 
125.9 

127.1 
127.8 
128.4 
129.0 

130.0 
130.7 
131.4 
131.4 

131.8 
132.2 

Sourcs: Emnomio Indicators, prepared by the Council of Economic Adviwm 

al 
bl 

Data are based on Chain Weighted Indexes. 
inflation rate measured against prior year period. 

GDP 
lmplioit Price 

Denator Index bl 
(5) 

3.6 
3.6 
2.4 
2.4 
2.1 
2.2 
1.9 
1.7 
1.5 
1.4 
2.3 
2.2 

1.3 
1.4 
1.3 
f .5 

2.0 
2.3 
2.4 
2.4 

2.3 
2.2 
2.3 
1.9 

1.4 
1.1 

CO"S"IW, 
Price 
@ 

(6) 

100.0 
105.4 
109.8 
113.2 
116.5 
119.5 
122.9 
126.5 
129.5 
131.5 
134.4 
138.9 
142.8 

132.9 
134.0 
134.9 
135.9 

137.0 
138.5 
139.6 
140.3 

141.7 
143.2 
143.4 
143.0 

143.5 
145.0 

Consumer 
Price 

(7) 

5.4 
4.2 
3.0 
3.0 
2.6 
2.8 
2.9 
2.3 
1.6 
2.2 
3.4 
2.8 

1.8 
2.1 
2.4 
2.7 

3.1 
3.3 
3.5 
3.3 

3.4 
3.4 
2.7 
1.9 

1.3 
1.3 

corporate corporate Profit 
profit asamor  
@ GDp 

(8) (9) 

100.0 
110.9 4.5 
120.1 4.7 
131 1 4 9  

223.5 5.5 
226.6 5.4 
222.4 5.3 
216.4 5.1 

208.1 4.9 
215.5 5.0 
194.7 4.5 
182.1 4.2 

185.7 4.2 
188.8 4.3 

w 



0 
Oill..l . -  

600 
S28 
1.22 

11.61 

14.08 
lass 
883 

7.4 

LO, 
5.82 
6.89 
812 
7.6, 

6.42 
3.15 
3.02 
434 
5 . u  
5.01 
5.11 
478 

5.85 

5.38 

8.87 
5.10 
562 
6.73 
6.60 

6.14 
5003 
B.iB 

811 
688 

iaod 

a58 

km 

o m  

4.88 
473 
u o  
186 
311 

33s 
3.51 
335 
238 
205 
I 18 
1.71 

1.18 
1.18 
1.78 
1.11 
1/11 
1.70 

1.71 
I38 
1.51 

. .  1 - 
0.26 
8.61 
9.18 

10.4 
13.34 

15.86 
16.88 
13.88 
1rm 
I l k 1  

958 
10.10 
10.4 

O.m 

0.33 
0.w 
1.68 
031 

1.76 
180 
7111 
7.02 
w 

9.n 

788 

8.56 

828 
0.25 

610 
670 
836 
0.25 

E13 

613 
7.85 
7.76 

mi 

7.73 
758 
7.67 
801 
1.03 
7.86 
7.m ,.., 
1SE 
1.71 

7.7s 

m 

7.58 

1.63 
7.7s 
7.54 

7.a 
7.12 
7.23 

7 1 0  
7a5 



S C M U L E  5 

INDIVIDUAL COMPANY RISK DATA FOR 
SELECTED LOCAL NATURAL GAS DISTRIBUTION COMPANIES 

Value Line S 8 P  
Safetv Earnings Financial Business Debt 

Company 

AGL RESOURCES INC 
ATMOS ENERGY CORP 
NEW JERSEY RESOURCES 
NICOR INC 
NORTHWEST NATURAL GAS CO 
PEOPLES ENERGY CORP 
PIEDMONT NATURAL GAS CO 
WGL HOLDINGS INC 

MEAN 
MEDIAN 

Rank Predictability Strength Beta Profile Rating 

60 
50 
100 
95 
65 
70 
85 
60 

B++ 
B+ 

B++ 
A 

B++ 
A 

B++ 
A 

0.70 
0.60 
0.65 
0.80 
0.60 
0.75 
0.65 
0.65 

3 A- 
4 A- 
2” A” 
3 AA 
3 A 
4 A- 
3 A 
3 AA- 

2 73 B++ 0.68 3 A 
2 68 B++ 0.65 3 A 

Source: Value Line (September 20, 2002); 
Standard & Poor‘s Utilities and Perspectives (September 30,2002) 

I/ Forsubsidiary, New Jersey Natural Gas 



L U U L E  6 

CompanV 

AGL RESOURCES IhC 
ATMOS ENERGY CORP 
NEW JERSEY RESOURCES 
NICOR INC 
NORTHWEST NATURAL GAS 
PEOPLES ENERGY 
PIEDMONT NATURAL GAS 
WGL HOLDINGS iNC 

Mean 
Median 

Annualbed 
Last Paid 
Dividend 

(1 ) 

1.08 
1.16 
1.20 
1.84 
1.24 
2.08 
1.80 
1.27 

1.43 
1.26 

DCF COSTS OF EQUITY FOR SELECTED 
LOCAL NATURAL GAS DISTRIBUTION COMPANIES 

(BASED ON ANALYSTS' EARNINGS GROWTH FORECASTS) 

July-September 2002 Long-Term EPS Forecasts Average of DCF 
Average High/Low Expected i m m  Zacks cost Of  

- Price Dividend Yield " 
(2) (3) 

21.61 5.5 

30.30 4.2 
29.53 6.6 
27.99 4.7 
32.78 6.7 
34.28 4.9 
23.58 5.6 

27.65 5.5 
28.76 5.5 

21.17 5.8 

11 Expected Dividend Yield = (col (I)  / COI (2)) ' (1 + Col(6)) 
21 Expected Dividend Yield (3) t Average of Gmwth Forecasts (6) 

Source: Standard & Poor's Research insight, im/E/S, Zacks, Yahoo.com 

DCFGR2 

(September 2002) 
(4) 

8.0 
6.0 
7.0 
6.0 
4.6 
5.8 
4.5 
4.0 

5.7 
5.9 

11.4 
6.6 
7.6 
5.7 
6.1 
5.5 
4.7 
3.7 

SA 
5.9 

9.7 15.2 
6.3 12.1 
7.3 11.5 
5.9 12.5 
5.3 10.0 
5.6 12.3 
4.6 9.5 
3.8 9.4 

6.1 11.6 
5.7 11.8 

cn 
0 
I m 

m 
z r 
m 



ComDany 

Annualized 
Last Paid 
Dividend 
(1 ) 

AGL RESOURCES INC 1.08 
ATMOS ENERGY CORP 1.16 
NEW JERSEY RESOURCES 1.20 
NICOR INC 1.84 
NORTHWEST NATURAL GAS 1.24 
PEOPLES ENERGY 
PIEDMONT NATURAL GAS 

~ 

2.08 
1 60 ~~ 

WGL HOLDINGS INC 1.27 

Mean 
Median 

1 A3 
1.28 

I/ Expected Dividend Yield = (col (1) / col (2)) * (1 + Col (6)) 
2 Expected Dividend Yield (3) + Sustainable Growth (4) 

DCF COSTS OF EQUITY FOR SELECTED 
LOCAL NATURAL GAS DISTRIBUTION COMPANIES 

(BASED ON SUSTAINABLE GROWTH RATES) 

July-September 2002 
Average High/Lw 

pn'ce 
(2) 

21 6 1  
21.17 
30.30 
29.53 
27.99 
32.78 
34.28 
23.58 

27.65 
28.76 

Dwidend Yield " 
(3) 

5.5 
5.8 
4.2 
6.6 
4.7 
6.7 
4.9 
5.6 

5.5 
5.5 

Sustainable 
Growth 

(Sentember 2002) 
(4) 

6.1 
4.8 
8.1 
10.6 
5.5 
4.7 
4.3 
5.9 

6.3 
5.7 

L ~ U L E  7 

Value Line 
DCF Dividend Payout 

cost of ROE Forecast Forecast 
~m0s-2007) 1200520071 

(5) (6) (7) 

11.6 12.5 51.4 
10.6 13.0 63.4 
12.4 14.0 41.9 
17.2 22.5 52.7 
10.2 11.5 51.9 
11.4 11  .o 57.4 
9.2 
11.5 

12.0 
12.5 

63.9 
53.1 

11.8 13.6 54.5 
11.4 12.5 52.9 

Source: Standard & Poor's Research Insight, Value Line (September 2002), Yahoo.com 

DCFSU 



REVISED 
SCHEDULE 8 

ComDany 

AGL RESOURCES INC 
ATMOS ENERGY CORP 
NEW JERSEY RESOURCES 
NICOR INC 
NORTHWEST NATURAL GAS 
PEOPLES ENERGY 
PIEDMONT NATURAL GAS 
WGL HOLDINGS INC 

Mean 
Median 

DCF COSTS OF EQUITY FOR SELECTED 
LOCAL NATURAL GAS DISTRIBUTION COMPANIES 

(BASED ON CASH FLOW GROWTH RATES) 

Annualized 
Last Paid 
Dividend 

(1) 

1.08 
1.16 
1.20 
1.84 
1.24 
2.08 
1.60 
1.27 

1.43 
1.26 

July-September 2002 
Average HighRow 
- Price 
(2) 

21.61 
21.17 
30.30 
29.53 
27.99 
32.78 
34.28 
23.58 

27.65 
28.76 

Expected 
Dividend Yield ” 

(3) 

5.3 
5.9 
4.3 
6.5 
4.6 
6.8 
4.9 
5.7 

5.5 
5.5 

I /  Expected Dividend Yield = (col (1) / col (2)) * (1 + Col (4)) 
2/ Expected Didend Yield (3) + Cash Flow Per Share Growth (4) 

Source: Standard & Poor‘s Research Insight, Value Line (Sept 2002), Yahoo.com 

Cash Flow 
Per Share Growth 
[September 2002) 

(4) 

6.0 
8.0 
8.0 
5.0 
4.0 
7.5 
5.5 
6.5 

6.3 
6.3 

DCF 
cost of 
Eauitv 2/ 

(5) 

11.3 
13.9 
12.3 
11.5 
8.6 
14.3 
10.4 
12.6 

11.9 
11.9 



SCHEDULE 9 

DERIVATION OF IMPLICIT RELATIONSHIP 
AMONG "BARE-BONES" COST OF CAPITAL, RETURN ON BOOK EClUlTV 

AND MARKETIBOOK RATIO 

Assume tho following: 

k - the equily capitalization rate. i.8.. the "bara.bones' cost of equity 
0 - dividard par sham 
E - narnings psr share 

M - currsm markst price 
B - currem book valtm par share 
b - retentionrata 
r - rstwn on book equity 

g - sustainable growth as measured by blrl 
RE - per.share rstainsd sarnings 

DCF cost of capital: 

I l l k -  !! + IJ 
M 

Price of stock 

From the definition of return on book q & y :  

13Ir - E - I! + BE 
B B B 

If, from tha assunptions, 

I41 a - br. 

I51 by dsfinition. IJ - BE 
E 

Substitute Equation (51 inlo Equation (31: 

161r -  !! + g 
B 

Solve for Equation 161 for 8: 

171 B - 0 
r - n  

x E - B E  
B B 

Divids Equation (2) by Equation 171 to obtain an erpession 
of tha rnarkatlbook ratio: 

r . 9  

From the formdation of a - blrl in Equation 141: 

M M I B -  r . I b ( r l 1  - I l . b l r  
k . l b l l r l  k - b r  

Solve Equation 19) for r: 

(101 r - MIB x k 
1 + b IMIB-  11 



SCHEDULE 10 

HISTORIC MARKET EQUITY RISK PREMIUMS 
(Percentages) 

Annual Average Returns Risk Premium in Relation to: 
S & P 500 S & P 500 

Common Stock Common Stock 
Index US.  Treasury Bonds I/ Index 

1926-2001 12.7 5.2 7.4 

1947-2001 13.7 6.1 7.5 

Annual Average Returns Risk Premium in Relation to: 
Moody's Gas Moody's Gas 

Distribution Stock Distribution Stock 
Index U.S. Treasury Bonds 11 Index 

1947-2001 12.4 6.1 6.3 

I /  Average of annual income returns for 20-year bond 

Source: Stocks. Bonds, Bills and Inflation: 2002 Yearbook, lbbotson Associates; 
Moody's Public Utility Manual. 



S C ~ L E  I I 

BETAS FOR SELECTED LOCAL NATURAL GAS DISTRIBUTION UTILITIES 

Companv Value Line Bloomberg 

AGL RESOURCES INC 
ATMOS ENERGY CORP 
NEW JERSEY RESOURCES 
NICOR INC 
NORTHWEST NATURAL GAS 
PEOPLES ENERGY 
PIEDMONT NATURAL GAS 
WGL HOLDINGS INC 

MEAN 
MEDIAN 

0.70 
0.60 
0.65 
0.80 
0.60 
0.75 
0.65 
0.65 

0.68 
0.65 

0.65 
0.68 
0.61 
0.85 
0.56 
0.65 
0.66 
0.73 

0.67 
0.66 

Source: Value Line, September 2002; Bloornberg.com, October 1, 2002 

Ln 
0 
1 

0 
C 

rn 

r rn 



AGL RESOURCES INC 
ATMOS ENERGY CORP 
NEW JERSEY RESOURCES 
NICOR INC 
NORTHWEST NATURAL GAS 
PEOPLES ENERGY 
PIEDMONT NATURAL GAS 
WGL HOLDINGS INC 

HISTORIC VALUE LINE BETAS FOR 
SELECTED LOCAL NATURAL GAS DISTRIBUTION UTILITIES 

- 1993 ~ 1994 - 1995 - 1996 

0.60 
0.50 
0.65 
0.60 
0.60 
0.75 
0.60 
0.65 

0.60 0.70 0.75 
0.55 0.60 0.65 
0.65 0.65 0.65 
0.60 0.70 0.70 
0.55 0.50 0.45 
0.80 0.80 0.80 
0.60 0.60 0.65 
0.70 0.65 0.70 

MEDIAN 0.60 0.60 0.65 0.68 

Source: Value Line, 4th Quarter issues for 1993-2001, September 2002 

- 1997 

0.75 
0.55 
0.60 
0.75 
0.60 
0.90 
0.60 
0.75 

0.68 

- 1998 

0.65 
0.55 
0.55 
0.65 
0.60 
0.80 
0.55 
0.60 

0.60 

- 1999 

0.65 
0.55 
0.55 
0.60 
0.60 
0.75 
0.55 
0.60 

0.60 

m 
0.60 
0.55 
0.55 
0.60 
0.60 
0.70 
0.60 
0.60 

0.60 

2001 

0.60 
0.55 
0.55 
0.60 
0.60 
0.70 
0.60 
0.60 

0.60 

SCL.JLE 12 

2002 

0.70 
0.60 
0.65 
0.80 
0.60 
0.75 
0.65 
0.65 

0.65 

HBETA 

v) 
0 
1 

0 
C 

rn 

r rn 



SCHEDULE 13 

SELECTED LOCAL NATURAL GAS DISTRIBUTION COMPANIES 
RISK PREMIUM STUDY 

(Quarterly Averages of Monthly Data) 

1993 l a  
2a 
3 a  
4Q 

1994 l a  
2a 
3 a  
4a 

1995 l a  
2Q 
3 a  
4Q 

1996 l a  
2a 
3a 
4a 

1997 1Q 
2a 
3Q 
4a 

1998 l a  
20. 
3 a  
4Q 

1999 1Q 
2Q 
3Q 
4a 

2ow l a  
2a 
3 a  
4a 

2001 l a  
2a 
3 a  
4Q 

2002 l a  
2Q 
3Q 

Averages 

1993-2002 3Q 
1999-2002 3Q 

Averages for 10-year Treasury yields: 

Less than 5.0 
5.0 - 6.0 
Over 6.0 

I/ Dividend Yield is adjusted for half of IIBIEIS growth 

Dividend 

5.5 
5.3 
5.0 
5.4 
5.6 
5.9 
6.1 
6.4 
6.1 
5.9 
5.9 
5.5 
5.5 
5.5 
5.4 
5.1 
5.2 
5.2 
5.0 
4.7 
4.7 
4.7 
5.1 
4.7 
5.3 
5.2 
5.1 
5.3 
5.9 
5.8 
5.4 
5.1 
5.1 
4.9 
5.0 
5.1 
5.3 
4.7 
5.3 

5.3 
5.2 

IIBIEIS EPS 
Growth Forecast 

6.2 
6.2 
6.2 
5.8 
5.4 
5.5 
5.4 
5.0 
4.6 
4.7 
4.6 
4.8 
4.8 
4.9 
5.1 
5.2 
5.1 
5.0 
5.1 
5.2 
5.5 
5.5 
5.7 
5.9 
6.2 
6.1 
6.1 
5.4 
5.7 
5.7 
6.0 
5.8 
5.8 
5.8 
6.2 
5.7 
5.5 
5.4 
5.7 

5.5 
5.8 

DCF 

11.7 
11.5 
11.2 
11.2 
11.0 
11.4 
11.5 
11.4 
10.7 
10.7 
10.5 
10.3 
10.3 
10.3 
10.4 
10.2 
10.3 
10.2 
10.0 
9.9 
10.1 
10.2 
10.8 
10.6 
11.5 
11.4 
11.2 
10.7 
11.6 
11.5 
11.4 
10.9 
10.6 
10.8 
11.2 
10.8 
10.8 
10.2 
11.0 

10.8 
11.0 

10.6 
10.7 
10.9 

IC-Year 
Treasurv Yield 

6.3 
6.0 
5.6 
5.6 
6.1 
7.1 
7.3 
7.8 
7.5 
6.6 
6.3 
5.9 
5.9 
6.7 
6.8 
6.3 
6.6 
6.6 
6.2 
5.8 
5.6 
5.6 
5.1 
4.7 
5.0 
5.6 
5.9 
6.3 
6.4 
6.2 
5.9 
5.4 
5.0 
5.4 
4.8 
4.7 
5.1 
5.0 
4.1 

5.9 
5.4 

4.6 
5.6 
6.7 

Risk 
Premium 

5.4 
5.5 
5.6 
5.6 
4.9 
4.3 
4.2 
3.5 
3.3 
4.0 
4.1 
4.4 
4.4 
3.6 
3.6 
3.9 
3.7 
3.6 
3.9 
4.1 
4.5 
4.6 
5.7 
5.9 
6.5 
5.8 
5.3 
4.4 
5.2 
5.3 
5.5 
5.5 
5.6 
5.4 
6.4 
6.1 
5.7 
5.2 
6.9 

4.9 
5.6 

6.0 
5.1 
4.2 

Source: Standard & Poor’s Research Insight, I/B/E/S International. Inc., 
U.S. Federal Reserve Statistical Release 



Alberto Culver ' E  
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Avery Dennison 
Baldor Electric 
CLARCOR Inc. 
Clorox Co. 
ConAgra Foods 
Curtis-WrigM 
Donaldson Co. 
Donnelley (R.R) & Sons 
Eaton Corp. 
Ecolab Inc. 
Engelhard Corp. 
lnt'l Flavors & Frag. 
Jacobs Engineering 
Johnson Controls 
KnigM Ridder 
Lancaster Colony 
La-Z-Boy Inc. 
Lincoln Elec Hldgs. 
Liz Claiborne 
Magna Int'l 'A' 
McCormick & Co. 
Nordson Corp. 
Pall Corp. 
Sensient Techn. 
Sherwin-Williams 
Sigma-Aldrich 
Srnucker (J.M.) 
Sonoco Products 
Sunoco, Inc. 
Superior Inds. Int'l 
Universal Corp. 
Wendy's Int'l 
Wyeth 

MEAN 
MEDIAN 

S&P DEBT RATINGS AND VALUE LINE RISK MEASURES 
FOR 35 LOW RISK INDUSTRIALS 

Value Line Risk Measures S&P 
Safety Earnings Financial Debt 
Rank Predictabili Strenath Beta Ra.tina 

2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 

100 
90 
85 
60 
95 
95 
80 
85 
100 
70 
60 
95 
75 
80 
100 
95 
40 
90 
65 
90 
95 
90 
90 
60 
45 
85 
90 
95 
85 
90 
15 
70 
75 
95 
90 

B++ 0.75 
A 0.65 
A 0.95 

B++ 0.75 
B++ 0.75 
A+ 0.80 
A 0.65 

B++ 0.60 
B++ 0.90 
B++ 0.85 
A 0.90 

B++ 0.90 
B++ 0.90 
B++ 0.80 
B++ 0.95 
A 0.95 

B++ 0.85 
A 0.80 

B++ 0.95 
A 0.75 

A+ 0.90 
B++ 0.90 
B++ 0.50 
B++ 0.90 
A 0.90 

B++ 0.65 
A 0.95 
A 0.75 

B++ 0.60 
A 0.95 

B++ 0.90 
B++ 0.85 
A 0.60 
A 0.65 

A+ 0.85 

BBB+ 
BBB+ 

A 

A+ 
BBB+ 

A 
A- 
A 
A- 

A- 
A 

A- 

A 

A- 
BBB 

A- 
BBB+ 

2 81 A 0.81 A- 
2 90 B++ 0.85 A- 

1/ Based on permanent capital 

Source: S&P Research Insight, S&P Bond Guide, Value Line. 

Common 
Equity 

69.6 
52.6 
59.7 
72.7 
67.0 
73.5 
42.9 
94.2 
76.3 
50.2 
52.4 
63.2 
80.8 
35.8 
78.3 
66.8 
49.8 
83.7 
99.8 
95.4 
73.2 
86.9 
50.5 
57.9 
68.2 
50.4 
74.7 
82.0 
67.5 
47.6 
59.0 
100.0 
51.7 
61.3 
35.6 

66.6 
67.0 



SCHEDULE 15 

RETURNS ON EQUITY 
FOR 35 LOW RISK INDUSTRIALS 

Albert0 Culver '6 
Albertson's, inc. 
Avery Dennison 
Baldor Electric 
CLARCOR Inc. 
Clorox Co. 
ConAgra Foods 
Curtiss-Wright 
Donaldson Co. 
Donnelley (R.R) & Sons 
Eaton Corp. 
Ecdab Inc. 
Engelhard Corp. 
lnll Flavors 8 Frag. 
Jacobs Engineering 
Johnson Controls 
Knight Ridder 
Lancaster Colony 
La-2-Boy Inc. 
Lincoln Elec Hldgs. 

. . Liz Claiborne bagna lnt'l 'A' 

Nadson Corp. 
Pall Corp. 
Sensient Techn. 
Sherwin-Williams 
Sigma-Aldrich 
Smucker (J.M.) 
Son- Products 
Sunoco, Inc. 
Superior Inds. lnt'l 
Universal Corp. 
Wendy's Int'l 

, c C m t c k &  Co. 

WY& 

Median 
Average 
Average of Annual Medians 

Returns on Equity Value Line 
Average Forecast 

14.4 14.1 14.1 
21.3 24.5 27.1 
9.8 10.9 15.1 
10.9 12.7 15.3 
16.9 16.9 18.6 
14.7 19.7 23.7 
17.1 19.3 20.0 
14.7 -2.0 12.9 
17.2 16.9 17.6 
13.1 9.7 14.1 
13.3 17.5 23.9 
20.0 21.2 20.2 
14.3 2.8 20.6 
18.2 21.7 23.8 
21.6 18.3 10.0 
10.3 11.5 13.9 
12.5 12.2 13.9 
21.7 26.3 27.9 
10.7 12.5 11.8 
-19.8 -23.7 28.4 
22.9 12.7 8.4 
22.6 18.9 21.0 
230 22.0 12.8 
23.9 21.8 22.8 
17.5 14.4 17.5 
14.0 18.6 16.1 
16.3 17.0 17.9 
20.0 19.4 17.1 
17.3 13.4 14.7 
14.5 20.0 19.1 
-13.0 14.6 5.0 
23.8 28.8 29.9 
20.5 22.3 9.7 
12.9 14.0 15.2 
33.5 39.5 37.6 

16.9 17.0 17.5 

15.1 15.8 18.5 
25.5 23.5 22.2 
18.6 21.4 24.5 
16.3 17.1 18.2 
17.7 18.0 17.0 
21.7 23.7 25.3 
7.6 26.0 23.9 
11.0 9.1 14.4 
18.8 19.3 21.4 
14.4 4.3 8.1 
21.8 16.9 21.9 
21.6 23.2 25.0 
20.3 19.2 5.9 
23.4 17.3 21.0 
14.7 15.5 15.4 
14.9 16.1 17.7 
14.3 23.9 30.8 
27.4 25.3 25.7 
11.8 12.9 13.4 
23.5 20.6 20.6 
12.9 15.5 19.0 
21.9 15.7 21.5 
19.3 10.3 23.3 
23.7 22.3 21.5 
19.2 20.0 8.6 
19.2 12.4 17.7 
17.7 17.5 17.4 
17.3 16.7 16.6 
11.0 10.9 12.2 
22.3 21.2 -0.1 
14.6 -19.5 30.7 
24.7 19.5 20.6 
6.7 17.7 22.7 
14.7 16.6 11.6 
34.3 30.1 27.0 

18.6 17.5 20.6 

16.1 15.6 17.1 16.1 
21.7 10.0 13.4 8.6 
26.7 26.2 34.6 27.7 
17.6 16.5 17.6 8.6 
17.9 17.8 17.8 16.2 
28.1 18.5 23.4 17.6 
12.6 13.2 19.9 18.9 
13.4 16.0 15.0 19.6 
22.8 24.1 25.9 25.2 
20.4 25.3 22.5 2.4 
16.9 26.4 18.0 6.9 
31.0 24.2 27.5 23.0 
22.2 23.7 20.5 24.0 
20.9 18.0 16.5 20.1 
15.6 16.0 10.8 16.1 
18.4 19.6 19.4 17.2 
22.8 18.9 18.3 11.4 
24.7 23.1 23.9 20.6 
16.5 16.3 10.1 8.8 
20.2 15.7 17.4 17.7 
17.8 20.4 21.3 20.3 
11.9 12.3 15.6 14.3 
26.6 26.8 37.1 35.7 
9.6 21.8 23.3 9.6 
11.8 6.9 19.7 15.4 
18.5 19.1 14.0 17.4 
16.5 17.8 1.0 17.8 
14.6 13.9 30.2 16.9 
12.1 8.3 11.3 11.7 
23.0 21.8 19.5 11.4 
23.1 6.4 26.3 23.8 
17.5 21.3 21.2 13.1 
27.8 23.4 22.0 21.5 
11.0 15.6 15.5 18.0 
27.8 -15.5 -52.5 66.3 

18.4 18.0 19.4 17.4 

1992-2001 

15.7 
19.8 
21.6 
15.1 
17.5 
21.7 
17.9 
12.4 
20.9 
12.2 
18.4 
23.7 
17.4 
20.1 
15.4 
15.9 
17.9 
24.7 
12.5 
12.1 
17.1 
17.6 
23.7 
20.0 
15.1 
16.7 
15.7 
18.3 
12.3 
17.3 
11.2 
22.0 
19.4 
14.5 
22.8 

17.5 
17.6 
18.1 

2005-7 

16.0 
14.0 
21 .o 
15.0 
14.0 
22.0 
19.0 
12.0 
25.5 
25.0 
15.5 
29.5 
19.0 
24.0 
13.0 
15.5 
17.0 
17.0 
13.0 
15.5 
15.0 
12.5 
26.5 
16.5 
16.5 
16.0 
19.0 
16.5 
9.5 
19.0 
12.5 
17.0 
17.0 
16.5 
53.0 

16.5 
18.4 

Source: Standard and Poor's Research Insight; Value Line 


